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Abstract
How does domestic monetary policy in systemic countries spillover to the rest of the world? 
This paper examines the transmission channel of domestic monetary policy in the cross-
border context. We use exogenous shocks to monetary policy in systemically important 
economies, including the U.S., and local projections to estimate the dynamic effect of 
monetary policy shocks on bilateral cross-border bank lending. We fi nd robust evidence 
that an increase in funding costs following an exogenous monetary tightening leads to a 
statistically and economically signifi cant decline in cross-border bank lending. The effect 
is weakened during periods of high uncertainty. In contrast, the effect is found to not vary 
according to the degree of borrower country riskiness, further weakening support for the 
international portfolio rebalancing channel.
Keywords: monetary policy spillovers, international bank lending channel, cross-border 
banking fl ows, global fi nancial cycles, local projections.
JEL classifi cation: E52, F21, F32, F42.
Resumen
¿Cómo afecta la política monetaria de países sistémicos al resto del mundo? Este artículo 
examina el canal de transmisión transfronterizo de la política monetaria. Usamos perturbaciones 
exógenas de política monetaria en economías sistémicas, incluyendo Estados Unidos, y el 
método de proyecciones locales, para estimar el efecto dinámico de dichas perturbaciones 
sobre los préstamos bancarios bilaterales transfronterizos. Encontramos evidencia robusta 
de que un aumento de los costes de fi nanciación tras una contracción monetaria exógena 
produce un descenso económico y estadísticamente signifi cativo de los préstamos bancarios 
transfronterizos. El efecto es menor en períodos de alta incertidumbre. Sin embargo, 
encontramos que el efecto no varía dependiendo del grado de riesgo del país prestatario, lo 
que reduce el peso del canal internacional de reequilibrio de carteras.
Palabras clave: efectos contagio de la política monetaria, canal de crédito bancario internacional, 
fl ujos bancarios transfronterizos, ciclo fi nanciero global, proyecciones locales.
Códigos JEL: E52, F21, F32, F42.
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,,1752'8&7,21
'R GRPHVWLF PRQHWDU\ SROLF\ DFWLRQV DIIHFW FURVVERUGHU EDQN OHQGLQJ" ,I VR ZKDW LV WKH
WUDQVPLVVLRQ FKDQQHO RI PRQHWDU\ SROLF\ DQG ZKDW DUH WKH IDFWRUV DIIHFWLQJ WKLV FKDQQHO" 'HVSLWH WKH
LPSRUWDQFHRIXQGHUVWDQGLQJFURVVERUGHUVSLOORYHUVRIPRQHWDU\SROLF\WKHUHKDVEHHQDODFNRIHPSLULFDO
FRQVHQVXVRQWKHVHTXHVWLRQV:HFRQWULEXWHWRWKHOLWHUDWXUHE\HPSOR\LQJDG\QDPLFDQGIOH[LEOHHPSLULFDO
IUDPHZRUN WR DQDO\]H WKH FURVVERUGHU HIIHFWV RI GRPHVWLF PRQHWDU\ SROLF\ LQ V\VWHPLFDOO\ LPSRUWDQW





5LVLQJ ILQDQFLDO LQWHJUDWLRQ KDV VWLPXODWHG UHVHDUFK RQ WKH FURVVERUGHU HIIHFWV RI GRPHVWLF
PRQHWDU\SROLF\DFWLRQV LQV\VWHPLFDOO\LPSRUWDQWHFRQRPLHV ,QSDUWLFXODU WKHVKDUS LQFUHDVH LQFURVV




HIIHFW RQ FURVVERUGHU EDQN OHQGLQJ RI H[RJHQRXV PRQHWDU\ SROLF\ DFWLRQV LQ V\VWHPLFDOO\LPSRUWDQW
HFRQRPLHVLQFOXGLQJWKH8QLWHG6WDWHV
7KH UHDVRQ IRU IRFXVLQJRQ FURVVERUGHUEDQNLQJ IORZV LV WKUHHIROG)LUVWZKLOHPRVWSUHYLRXV
VWXGLHVIRFXVHGRQQHWFDSLWDOIORZVWKHUDSLGH[SDQVLRQRIJURVVLQWHUQDWLRQDODVVHWDQGOLDELOLW\SRVLWLRQV
FDOOV IRU D GHHSHU XQGHUVWDQGLQJ RI WKH VSLOORYHUV WKURXJKJURVV IORZV WKDW EHWWHU UHIOHFW WKH LPSDFW RQ
















VKRZ WKDWPRQHWDU\SROLF\ LQIOXHQFHVDJHQWV¶ ULVNWDNLQJEHKDYLRU WKHUHE\ LQFUHDVLQJ WKHFUHGLW VXSSO\
GXULQJSHULRGVRIHDVLQJ%UXQRDQG6KLQEPRGHOWKLVULVNWDNLQJFKDQQHOLQDQLQWHUQDWLRQDOFRQWH[W
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,QFRQWUDVW&HUXWWLDWDODOVRXVLQJWKHGDWDIURPWKH%,6/%6ILQGWKDWKLJKHU86VKRUW
WHUPLQWHUHVWUDWHVDUHDVVRFLDWHGZLWKDQLQFUHDVHLQFURVVERUGHUEDQNOHQGLQJ&RUUHDHWDODQG














$YGMLHYDQG+DOHGHFRPSRVHFKDQJHV LQ WKH)HGHUDO IXQGV UDWH LQWRZKDW LVSUHGLFWHGE\ WKH7D\ORU UXOH WKH³PDFUR
IXQGDPHQWDOVFRPSRQHQW´DQGWKHGLIIHUHQFHEHWZHHQWKH)HGHUDOIXQGVUDWHDQGWKHRQHLPSOLHGE\WKH7D\ORUUXOHWKH³PRQHWDU\
SROLF\VWDQFHFRPSRQHQW´+RZHYHU WKH\ ILQG WKDWDQ LQFUHDVH LQERWKFRPSRQHQWVKDVSRVLWLYHHIIHFWVRQFURVVERUGHUEDQN
OHQGLQJIURP86EDQNVHVSHFLDOO\ZKHQOHQGLQJWRDGYDQFHGHFRQRPLHVZKLFKLVLQVKDUSFRQWUDVWWRRXUILQGLQJV
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ERUGHUEDQNOHQGLQJ:HSD\SDUWLFXODUDWWHQWLRQWRWKHHIIHFWRI86PRQHWDU\SROLF\VKRFNVJLYHQWKH












• ([RJHQRXVPRQHWDU\ SROLF\ WLJKWHQLQJ LQ V\VWHPLFDOO\ LPSRUWDQW VRXUFH HFRQRPLHV OHDGV WR DQ























:H XVH GDWD RQ FURVVERUGHU FODLPV IURP WKH %,6¶ /%6 WR WHVW WKH LQWHUQDWLRQDO EDQN OHQGLQJ
FKDQQHO RI PRQHWDU\ SROLF\ LQ V\VWHPLFDOO\ LPSRUWDQW FRXQWULHV 7KLV GDWDVHW SURYLGHV D JHRJUDSKLFDO
EUHDNGRZQRIUHSRUWLQJEDQNV¶FRXQWHUSDUWLHVDQGWKHLQIRUPDWLRQDERXWWKHFXUUHQF\FRPSRVLWLRQRIWKHLU
EDODQFH VKHHWV 7KH GDWD LV FRPSLOHG IROORZLQJ WKH UHVLGHQF\ SULQFLSOH WKDW LV FRQVLVWHQWZLWK WKH%R3




$YGMLHY HW DO  WKH UHVLGHQF\ SULQFLSOH LV PRUH DSSURSULDWH WKDQ WKH QDWLRQDOLW\ SULQFLSOH LQ
LGHQWLI\LQJWKHLQWHUQDWLRQDOEDQNOHQGLQJFKDQQHORIPRQHWDU\SROLF\
7KHPDMRUDGYDQWDJHRIWKH%,6/%6GDWDFRPSDUHGWRWKHEDQNLQJIORZVFROOHFWHGIURPWKH%R3
VWDWLVWLFV LV WKH GHWDLOHG EUHDNGRZQ RI WKH UHSRUWHG VHULHV E\ UHFLSLHQW FRXQWULHV%DQNV UHFRUG WKHLU
SRVLWLRQVRQDQXQFRQVROLGDWHGEDVLVLQFOXGLQJLQWUDJURXSSRVLWLRQVEHWZHHQRIILFHVRIWKHVDPHEDQNLQJ
JURXS&XUUHQWO\EDQNLQJRIILFHVORFDWHGLQFRXQWULHVLQFOXGLQJPDQ\RIIVKRUHILQDQFLDOFHQWHUVUHSRUW









LQWR WKHLU RULJLQDO FXUUHQF\ XVLQJ WKH HQGRISHULRG H[FKDQJH UDWHV WKHQ FDOFXODWLQJ WKH GLIIHUHQFH LQ



























HFRQRPLHV VXFK DV WKH 86 KDYH UHSRUWHG WKHVH VWDWLVWLFV VLQFH  ZKLOH VRPH HPHUJLQJ PDUNHW
HFRQRPLHV VWDUWHG UHSRUWLQJ WKH VWDWLVWLFV RQO\ DIWHU WKH V:H ILUVW DQDO\]H WKH LQWHUQDWLRQDO EDQN








LQFRPHVWDWXVDQLQGLFDWRUZKHWKHU WKH\EHORQJWR WKHHXURDUHDDQGWKHLUDYHUDJHVWDWXVUHJDUGLQJ WKH
H[FKDQJH UDWH UHJLPHPRQHWDU\ SROLF\ LQGHSHQGHQFH DQG FDSLWDO DFFRXQW RSHQQHVV GXULQJ WKH VDPSOH
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Measures of exogenous U.S. monetary policy shocks. ,Q WKH EDVHOLQH DQDO\VLVZH XVH WKH H[RJHQRXV
PRQHWDU\ SROLF\ VKRFN VHULHV FRQVWUXFWHG E\&RLELRQ ZKR H[WHQGV WKHPRQHWDU\ SROLF\ VKRFNV
LGHQWLILHG E\ 5RPHU DQG 5RPHU  XVLQJ D QDUUDWLYH DSSURDFK 5RPHU DQG 5RPHU  H[WUDFW
PHDVXUHV RI WKH FKDQJH LQ WKH )HG¶V WDUJHW LQWHUHVW UDWH DW HDFK PHHWLQJ RI WKH )HGHUDO 2SHQ0DUNHW
&RPPLWWHH )20& DQG UHJUHVV WKHVH SROLF\ FKDQJHV RQ WKH )HG¶V UHDOWLPH IRUHFDVWV RI UHOHYDQW
PDFURHFRQRPLFYDULDEOHVLQWKH*UHHQERRNVSULRUWRHDFK)20&PHHWLQJ7KHQWKH\LGHQWLI\H[RJHQRXV
PRQHWDU\ SROLF\ VKRFNV DV WKH UHVLGXDOV IURP WKLV UHJUHVVLRQ $V D UREXVWQHVV FKHFN ZH DOVR XVH WKH















Measures of exogenous monetary policy shocks in other advanced economies. :H IROORZ WKH
PHWKRGRORJ\RI)XUFHULHWDOWRFRQVWUXFWTXDUWHUO\PHDVXUHVRIH[RJHQRXVPRQHWDU\SROLF\VKRFNV
IRURWKHUHLJKWDGYDQFHGHFRQRPLHV7KH\ LGHQWLI\PRQHWDU\SROLF\VKRFNV LQ WZRVWHSVZKLFKFORVHO\
IROORZ WKH ZRUN E\ $XHUEDFK DQG *RURGQLFKHQNR  LQ LGHQWLI\LQJ ILVFDO VKRFNV LQ DGYDQFHG
HFRQRPLHV)LUVWWKH\FRPSXWHWKHXQH[SHFWHGFKDQJHVLQSROLF\UDWHVSUR[LHGE\VKRUWWHUPUDWHVXVLQJ
WKHIRUHFDVWHUURUVRIWKHSROLF\UDWHVSURYLGHGE\Consensus Economics6HFRQGWKH\UHJUHVVIRUHDFK
)LJXUH$SORWV WKHGLVWULEXWLRQRI WKHH[RJHQRXVPRQHWDU\SROLF\ VKRFNVZHFRQVWUXFWHGDW D
TXDUWHUO\ IUHTXHQF\ 7DEOH $ LQ WKH DSSHQGL[ VKRZV WKH VWDQGDUG GHYLDWLRQ RI WKH FRXQWU\VSHFLILF
H[RJHQRXVPRQHWDU\SROLF\VKRFNVHULHVWRJHWKHUZLWKLWVFRUUHODWLRQZLWKWKH86PRQHWDU\SROLF\VKRFNV
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FRQVWUXFWHGE\)XUFHULHWDODQG&RLELRQUHVSHFWLYHO\7KHFRUUHODWLRQEHWZHHQWKH86



































IHDWXUHV RI VRXUFH UHFLSLHQW HFRQRPLHV GLUHFWO\ DQG DOORZ IRU WKHLU HQGRJHQRXV UHVSRQVH WRPRQHWDU\
SROLF\VKRFNV/DVWO\ WKHHUURU WHUP LQ WKHIROORZLQJSDQHOHVWLPDWLRQV LV OLNHO\ WREHFRUUHODWHGDFURVV
FRXQWULHV7KLVFRUUHODWLRQZRXOGEHGLIILFXOW WRDGGUHVVLQWKHFRQWH[WRI9$5PRGHOVEXW LW LVHDV\WR
KDQGOH LQ WKH ORFDO SURMHFWLRQPHWKRG E\ HLWKHU FOXVWHULQJ VWDQGDUG HUURUV E\ WLPH SHULRG RU XVLQJ WKH
'ULVFROO.UDD\VWDQGDUGHUURUVDOORZLQJIRUDUELWUDU\FRUUHODWLRQVRIWKHHUURUVDFURVVFRXQWULHVDQGWLPH
'ULVFROODQG.UDD\
'HVSLWH WKH DGYDQWDJHV PHQWLRQHG DERYH WKH ORFDO SURMHFWLRQ PHWKRG KDV VRPH GUDZEDFNV






DOORZ WUDFLQJ WKH G\QDPLF HQGRJHQRXV UHVSRQVH RI YDULRXVPDFURHFRQRPLF YDULDEOHV LQ WKH V\VWHP WR
PRQHWDU\ SROLF\ VKRFNVZKLFK LQ WXUQ FDQ DOVR DIIHFW WKH G\QDPLFV RI FURVVERUGHU EDQN OHQGLQJ:H
HQKDQFHWKHFUHGLELOLW\RIWKHLGHQWLILHGVKRFNE\DQDO\]LQJVHSDUDWHO\WKHHIIHFWRI86PRQHWDU\SROLF\





BANCO DE ESPAÑA 17 DOCUMENTO DE TRABAJO N.º 1938
%,QWHUQDWLRQDOEDQNOHQGLQJFKDQQHORI86PRQHWDU\SROLF\VKRFNV
7KH ORFDO SURMHFWLRQPHWKRG VLPSO\ UHTXLUHV WKH HVWLPDWLRQ RI D VHULHV RI UHJUHVVLRQV IRU HDFK
KRUL]RQh IRU HDFKYDULDEOH)ROORZLQJ$XHUEDFK DQG*RURGQLFKHQFNR  DQG5DPH\DQG=XEDLU\
ZHUXQDVHULHVRIUHJUHVVLRQVIRUGLIIHUHQWKRUL]RQV݄ ൌǡ ͳǡ ʹǡ ǥܪDVIROORZV
ZKHUHݕ௝ǡ௧LV WKH ORJRI H[FKDQJH UDWHDGMXVWHG FURVVERUGHUEDQNFODLPV IURP WKH86 WRERUURZHUV LQ
FRXQWULHV j LQ WLPH tߙ௝௛ LV D UHFLSLHQW FRXQWU\IL[HG HIIHFW ZKLFK FRQWUROV XQREVHUYHG WLPHLQYDULDQW
FKDUDFWHULVWLFVVSHFLILFWRDFRXQWU\jܯܲݏ݄݋ܿ݇௧LVWKHPHDVXUHRIH[RJHQRXV86PRQHWDU\SROLF\VKRFNV
௝ܺǡ௧LVDVHWRIFRQWUROYDULDEOHVLQFOXGLQJODJVRIWKHGHSHQGHQWYDULDEOHDQGWKHPRQHWDU\SROLF\VKRFNV
DQG YDULRXV FRQWURO YDULDEOHV LQ WKH UHFLSLHQW FRXQWU\ j IRU H[DPSOH UHDO*'3 JURZWK WKH VKRUWWHUP
LQWHUHVWUDWHLQIODWLRQDQGWKHQRPLQDOH[FKDQJHUDWHJURZWKYLVjYLVWKH86DQGWKHLUODJV















ݕ௝ǡ௧ା௛ െ ݕ௝ǡ௧ିଵ ൌ ߙ௝
௛ ൅ ߚ௛ܯܲݏ݄݋ܿ݇௧ ൅ σ ߛ௛ܺ௝ǡ௧ି௣௡௣ୀଵ ൅ ߝ௝ǡ௧ା௛




















7DEOH  VXPPDUL]HV WKH IXOO HVWLPDWLRQ UHVXOWV XVLQJ H[RJHQRXV 86 PRQHWDU\ SROLF\ VKRFNV
DERYH7KHFRHIILFLHQWVRQWKHODJJHGGHSHQGHQWYDULDEOHDUHQHJDWLYHDQGKLJKO\VWDWLVWLFDOO\VLJQLILFDQW
VXJJHVWLQJWKDWWKHJURZWKUDWHRIWKHFURVVERUGHUEDQNOHQGLQJLVPHDQUHYHUWLQJ7KHFRHIILFLHQWVRQD







Comparison with the literature. 3UHYLRXVVWXGLHVKDYH W\SLFDOO\H[DPLQHG WKH UHVSRQVHRIFURVVERUGHU
EDQN OHQGLQJ WR FKDQJHV LQ WKHPRQHWDU\SROLF\ LQVWUXPHQW XVLQJ D VWDWLF IUDPHZRUN7RFRPSDUHRXU
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UHVXOWVZLWKWKRVHZHSHUIRUPWZRH[HUFLVHV)LUVWZHUHJUHVVWKHTXDUWHUO\JURZWKRIFURVVERUGHUEDQN
OHQGLQJRQWKHODJJHGOHYHORIWKH)HGHUDOIXQGVUDWHZKLFKIROORZVFORVHO\WKHVWDWLFVSHFLILFDWLRQLQ&RUUHD








HIIHFWVRIPRQHWDU\SROLF\ WKHHIIHFW LV QRW VWDWLVWLFDOO\ VLJQLILFDQWRYHU WKH HVWLPDWLRQKRUL]RQVZLWKD
VPDOOHUPDJQLWXGHDQGPL[HGVLJQV)LJXUH7KHVHUHVXOWVVXJJHVWWKDWVLPSO\FRQWUROOLQJIRUGRPHVWLF














DQG5DYQ7KHPDLQ LGHDEHKLQG WKLVDSSURDFK LV WKDWFKDQJHV LQ WKH)HGHUDO IXQGV IXWXUHV LQD
QDUURZ ZLQGRZ HJ  PLQXWHV DURXQG WKH )20& PRQHWDU\ SROLF\ DQQRXQFHPHQWV FDSWXUH WKH
2XUILQGLQJVDUHQRWGULYHQE\WKHLQFOXVLRQRIWKH*)&RU=/%SHULRGV6HH)LJXUH$LQWKHDSSHQGL[
&ROXPQ,9WR9,VXPPDUL]HWKHHVWLPDWLRQUHVXOWVZKHQGURSSLQJWKHUHFLSLHQWFRXQWU\IL[HGHIIHFW









FRUUHODWHG ZLWK WKH )HG¶V UHDOWLPH IRUHFDVWV RI UHOHYDQW PDFURHFRQRPLF YDULDEOHV DQG WKHUHIRUH QRW









WKHJRYHUQPHQWERQG\LHOGVDWGLIIHUHQWPDWXULWLHV WKHSROLF\ LQGLFDWRU DQG WKHH[FHVVERQGSUHPLXP
FRQVWUXFWHG E\*LOFKULVW DQG =DNUDMãHN :H WKHQ DSSO\5DPH\ ¶V WKUHHVWHS DSSURDFK WR





ݕ௝ǡ௧ା௛ െ ݕ௝ǡ௧ିଵ ൌ ߙ௝
௛ ൅ ߚ௛݅௧ ൅ σ ߛ௛ܺ௝ǡ௧ି௣௡௣ୀଵ ൅ ߝ௝ǡ௧ା௛
,QWHUPVRIFRYDULDWHV ௝ܺǡ௧FRQVLVWVRIWKHVDPHVHWRIFRQWUROYDULDEOHVDVLQHTXDWLRQQDPHO\
WKH ODJVRI WKHGHSHQGHQWYDULDEOH WKH ODJVRI WKHHVWLPDWHGPRQHWDU\SROLF\VKRFNVDQGRWKHUFRQWURO
YDULDEOHV LQ WKH UHFLSLHQW FRXQWU\ j $V DQ\ RWKHU LQVWUXPHQWDO YDULDEOH IUDPHZRUN DGGLWLRQDOO\ WR WKH
H[RJHQHLW\FRQGLWLRQLHWKHH[WHUQDOLQVWUXPHQWPXVWEHXQFRUUHODWHGZLWKWKHRWKHUVWUXFWXUDOVKRFNV
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WKH LQVWUXPHQW PXVW VDWLVI\ WKH UHOHYDQFH FRQGLWLRQ²QDPHO\ LW VKRXOG EH KLJKO\ FRUUHODWHG ZLWK WKH
LQVWUXPHQWHG YDULDEOH )ROORZLQJ *HUWOHU DQG .DUDGL  ZH WHVW GLIIHUHQW FRPELQDWLRQV RI SROLF\













EDQN OHQGLQJ  2XU ILQGLQJ LV UREXVW WR D ODUJHU VHW RI QRQZHDN LQVWUXPHQWV DQG WUHDVXULHV \LHOG
FRPELQDWLRQVVHH)LJXUH$LQWKHDSSHQGL[DVZHOODVUHVWULFWLQJWKHVDPSOHWR4




























State-dependency in the international bank lending channel of U.S. monetary policy. 7KHUHH[LVWVYDVW





ݕ௝ǡ௧ା௛ െ ݕ௝ǡ௧ିଵ ൌ ܨሺݖ௧ሻ൫ߙோǡ௝௛ ൅ σ ߛோ௛ܺ௝ǡ௧ି௣௡௣ୀଵ ൅ ߚோ௛ܯܲݏ݄݋ܿ݇௧൯ ൅
















WKH HIIHFW RI PRQHWDU\ SROLF\ VKRFNV LQ H[SDQVLRQV YV UHFHVVLRQV  :H FKRRVHߠ ൌ ͳǤͷ IROORZLQJ
$XHUEDFK DQG *RURGQLFKHQFNR  VR WKDW WKH HFRQRP\ VSHQGV DERXW  SHUFHQW RI WKH WLPH LQ D
UHFHVVLRQDU\UHJLPH$VVKRZQLQ)LJXUH$LQWKHDSSHQGL[WKHSUREDELOLW\RIDUHFHVVLRQUHJLPHZH
HVWLPDWHXVLQJDVPRRWKWUDQVLWLRQIXQFWLRQFDSWXUHVZHOOWKHRIILFLDO1%(5UHFHVVLRQGDWHV
7KH FRHIILFLHQWVߚா௛  DQGߚோ௛ WUDFH WKH G\QDPLF UHVSRQVH WR PRQHWDU\ SROLF\ VKRFNV ZKHQ WKH










7KH HIIHFW RI86PRQHWDU\ SROLF\ RQ FURVVERUGHU EDQNLQJ IORZVPD\ DOVR GHSHQG RQ JOREDO
ILQDQFLDOFRQGLWLRQV7R WHVW WKLVK\SRWKHVLVZHUHSHDWDVLPLODUH[HUFLVH WR WKHRQH IRU WKH VWDWHRI WKH
EXVLQHVVF\FOHVEXWLGHQWLI\LQJJOREDOILQDQFLDOFRQGLWLRQUHJLPHVEDVHGRQWKH9,;)LJXUHVKRZVWKDW
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XQFHUWDLQW\ SHULRG KLJK9,; SHULRG FRQVLVWHQW ZLWK WKH UHFHQW ILQGLQJV WKDW KHLJKWHQHG XQFHUWDLQW\
UHGXFHVWKHHIIHFWLYHQHVVRIPRQHWDU\SROLF\$DVWYHLWHWDO&DVWHOQXRYRDQG3HOOHJULQR
Monetary policy tightening vs. easing. 7KHHIIHFWRIPRQHWDU\SROLF\RQHFRQRPLFDFWLYLW\LVIRXQGWREH
ODUJHUIRUPRQHWDU\SROLF\WLJKWHQLQJWKDQHDVLQJ&RYHU7HQUH\URDQG7KZDLWHV7RWHVWIRU
DVLPLODUDV\PPHWU\RQLWVHIIHFWVRQFURVVERUGHUEDQNLQJIORZVZHHVWLPDWHWKHIROORZLQJVSHFLILFDWLRQ







LVPRUH FRPPRQGXULQJ UHFHVVLRQV H[SDQVLRQV7KXVZH IXUWKHU FRQVLGHU WKH XQGHUO\LQJ VWDWH RI WKH
EXVLQHVVF\FOHVDQGWKHW\SHRIVKRFNVMRLQWO\7KHERWWRPSDQHOLQ)LJXUH$LQWKHDSSHQGL[FRPSDUHV
WKH HIIHFW RIPRQHWDU\ WLJKWHQLQJGXULQJ H[SDQVLRQVZLWK WKDW RIPRQHWDU\ HDVLQJGXULQJ UHFHVVLRQV ,I
DQ\WKLQJ PRQHWDU\ SROLF\ WLJKWHQLQJ GXULQJ H[SDQVLRQV VHHPV WR KDYH D PRUH SHUVLVWHQW HIIHFW WKDQ
PRQHWDU\HDVLQJGXULQJUHFHVVLRQVFRQVLVWHQWZLWKWKHDV\PPHWU\IRXQGLQWKHGRPHVWLFHIIHFWRIPRQHWDU\
SROLF\VKRFNV












PHGLDQYDOXH LV FRQVLGHUHG DV D VDIH ERUURZHU DQGYLFH YHUVD6HFRQGZH VLPSO\JURXS WKH UHFLSLHQW
FRXQWULHVLQWRDGYDQFHGDQGHPHUJLQJPDUNHWHFRQRPLHVEDVHGRQWKHLU,0)FODVVLILFDWLRQ
)LJXUHVKRZVWKHUHVXOWVXVLQJWKH,&5*LQGH[DVDSUR[\IRUERUURZHUULVNLQHVV7KHHIIHFWVRQ
FURVVERUGHU EDQN OHQGLQJ DUH QHJDWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW LQ ERWK FDVHV 0RUHRYHU WKHLU
PDJQLWXGHVDUHVLPLODUDQGWKHGLIIHUHQFHLVQRWVWDWLVWLFDOO\VLJQLILFDQW)LJXUH$LQWKHDSSHQGL[DOVR
FRQILUPV WKDW WKH HIIHFWV DUH VLPLODU ZKHQ XVLQJ DOWHUQDWLYH PHDVXUHV RI ULVNLQHVV$OWKRXJK GHWDLOHG













OHQGLQJ WRZDUG UHFLSLHQW FRXQWULHV GXULQJ WKH VLPLODU VDPSOH SHULRG WR RXU VWXG\ DQG SURSRVH WKH
LQWHUQDWLRQDO SRUWIROLR UHEDODQFLQJ FKDQQHO DV DQ DOWHUQDWLYH H[SODQDWLRQ 2WKHU VWXGLHV GRFXPHQW DQ
DV\PPHWULFHIIHFWRQFURVVERUGHUOHQGLQJRIPRQHWDU\SROLF\EHWZHHQWKH86DQGRWKHUFRXQWULHV)RU
H[DPSOH$YGMLHYHWDO  ILQG WKDWZKLOH86PRQHWDU\HDVLQJ IXHOVFURVVERUGHU OHQGLQJ LQ86
GROODUV DPRQHWDU\ WLJKWHQLQJ LQRWKHU OHQGHUFRXQWULHV LQFUHDVHV LQWHUQDWLRQDOGROODU OHQGLQJDVJOREDO
EDQNVWXUQWR86GROODUVIRUFKHDSHUIXQGLQJDQGOHQGWRZDUGERUURZHUVDEURDG$UJLPRQHWDO
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ݕ௜ǡ௝ǡ௧ା௛ െ ݕ௜ǡ௝ǡ௧ିଵ ൌ ߙ௜ǡ௝
௛ ൅ ߙ௝ǡ௧









PRQHWDU\ SROLF\ LV FRPSHQVDWHG E\ D ODUJHU FURVVVHFWLRQDO GLPHQVLRQ RI WKH GDWD 7KH LGHQWLILFDWLRQ
VWUDWHJ\LQHTXDWLRQUHOLHVRQWKHH[LVWHQFHRIEDQNOHQGLQJIURPPXOWLSOHVRXUFHFRXQWULHVWRRQHJLYHQ





























GHPRQVWUDWH WKH LPSRUWDQFHRIXVLQJH[RJHQRXVPRQHWDU\SROLF\VKRFNV LQ LGHQWLI\LQJ WKH LQWHUQDWLRQDO
EDQNOHQGLQJFKDQQHORIPRQHWDU\SROLF\ZHDOVRSUHVHQWWKHUHVXOWVXVLQJFKDQJHVLQWKHSROLF\UDWHDVD
PHDVXUH RI PRQHWDU\ SROLF\ VKRFNV &RQVLVWHQW ZLWK WKH 86 HYLGHQFH ZH GR QRW ILQG DQ\ HIIHFW RI
PRQHWDU\SROLF\DFWLRQVLQWKHVKRUWUXQZKHQXVLQJFKDQJHVLQWKHSROLF\UDWHZKHUHDVZHILQGQHJDWLYH
DQGVLJQLILFDQWHIIHFWVRIDQH[RJHQRXVPRQHWDU\WLJKWHQLQJRQFURVVERUGHUEDQNOHQGLQJVXJJHVWLQJWKDW





HFRQRPLFDOO\ VLJQLILFDQW IRURWKHU V\VWHPLFDOO\ LPSRUWDQW HFRQRPLHV:KLOH WKHVH ILQGLQJVDUH LQ VKDUS
FRQWUDVW WR WKRVH LQ &RUUHD DW DO  DQG $YGMLHY HW DO  WKH\ IXUWKHU GHPRQVWUDWH WKDW WKH
LGHQWLILFDWLRQRIWKHFDXVDOHIIHFWRIPRQHWDU\SROLF\RQFURVVERUGHUEDQNLQJIORZVKLQJHVRQVHSDUDWLQJ
WKH H[RJHQRXV FRPSRQHQW LQ SROLF\ UDWHV IURP WKH HQGRJHQRXV UHVSRQVH WR FKDQJHV LQ WKH HFRQRPLF
HQYLURQPHQW








HFRQRPLFFRQGLWLRQV LQ OHQGHUFRXQWULHV WKDWPLJKWDIIHFWFURVVERUGHUEDQNOHQGLQJVLPXOWDQHRXVO\7R






:H IXUWKHU FRQGXFW WKH IROORZLQJ VHQVLWLYLW\ WHVWV L DOWHUQDWLYH VWDQGDUG HUURU FOXVWHULQJ LL
LQFOXGLQJPRUHODJVDQGLLLFRQWUROOLQJIRUELODWHUDOWUDGHIORZV2XUILQGLQJVDUHODUJHO\XQDIIHFWHGE\
WKHVHDOWHUQDWLYHVSHFLILFDWLRQVDQGWKHUHVXOWVDUHDYDLODEOHXSRQUHTXHVW:HWHVWZKHWKHUWKHVSLOORYHU
HIIHFW RIPRQHWDU\ SROLF\ LV DV\PPHWULF EHWZHHQ WKH ORZXQFHUWDLQW\ DQG WKH KLJKXQFHUWDLQW\ SHULRGV
&RQVLVWHQWZLWK WKH HYLGHQFH IURP WKH VSLOORYHU HIIHFW RI86PRQHWDU\ SROLF\ VKRFNV LQ WKH SUHYLRXV
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WKH G\QDPLF HIIHFW RIPRQHWDU\ SROLF\ VKRFNV RQ FURVVERUGHU EDQN OHQGLQJ XVLQJ WKH ORFDO SURMHFWLRQ
PHWKRG7KHUHVXOWVVXJJHVWWKDWH[RJHQRXVPRQHWDU\SROLF\WLJKWHQLQJLQV\VWHPLFDOO\LPSRUWDQWDGYDQFHG
HFRQRPLHV OHDGV WR DQ HFRQRPLFDOO\ DQG VWDWLVWLFDOO\ VLJQLILFDQW GHFOLQH LQ FURVVERUGHU EDQN OHQGLQJ
FRQVLVWHQWZLWKWKHEDQNOHQGLQJDVZHOODVWKHULVNWDNLQJFKDQQHOVLQWKHLQWHUQDWLRQDOVHWXS7KHVHUHVXOWV
VKDUSO\ FRQWUDVW ZLWK WKH HYLGHQFH SUHVHQWHG LQ WKH SUHYLRXV VWXGLHV XVLQJ VLPLODU GDWD EXW UHO\LQJ RQ
LPSHUIHFWPHDVXUHVRIH[RJHQRXVPRQHWDU\SROLF\DFWLRQV7KHVHUHVXOWVDOVRHFKR5DPH\ZKLFK
HPSKDVL]HV WKH LPSRUWDQFH RI GLVWLQJXLVKLQJ H[RJHQRXV VXUSULVHV IURP WKH HQGRJHQRXV UHVSRQVH LQ
PRQHWDU\SROLF\VWDQFHZKHQHYDOXDWLQJWKHHIIHFWRIPRQHWDU\SROLF\
:KHQMRLQWO\HVWLPDWHGZLWKPHDVXUHVRIJOREDOILQDQFLDOULVNVRUOLTXLGLW\ULVNV86PRQHWDU\










DSSOLHGZRUNV 7KH G\QDPLF HVWLPDWLRQ IUDPHZRUN RI ORFDO SURMHFWLRQV DSSOLHG WR WKH ELODWHUDO GDWDVHW
DOORZVHVWLPDWLQJLPSXOVHUHVSRQVHIXQFWLRQVZKLFKDUHQRWVWUDLJKWIRUZDUGXVLQJDODUJHELODWHUDOGDWDVHW
7KH LPSXOVH UHVSRQVH IXQFWLRQVZH HVWLPDWH DUH DOVR FRQVLVWHQWZLWK WKH VSLULW RI HDUOLHUZRUNV RQ WKH
GRPHVWLF EDQN OHQGLQJ FKDQQHO RI PRQHWDU\ SROLF\ XVLQJ 9$5V 2XU ILQGLQJV VXJJHVW WKDW D VWDWLF
HVWLPDWLRQIUDPHZRUNDGRSWHGLQWKHH[LVWLQJVWXGLHVXVLQJWKH/%6PD\QRWEHDGHTXDWHWRLGHQWLI\WKH
FKDQQHORIPRQHWDU\SROLF\VSLOORYHUV7RRXUEHVWNQRZOHGJHWKLVSDSHULVRQHRIWKHILUVWNLQGWRDSSO\
VXFK D G\QDPLF HVWLPDWLRQ IUDPHZRUN WR D ODUJH LQWHUQDWLRQDO ELODWHUDO GDWDVHW WKHUHE\ DGYDQFLQJ DQ
HFRQRPHWULFIUDPHZRUNIRUHPSLULFDOUHVHDUFKHUV
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7DEOH5HVXOWVXVLQJDVWDWLFIUDPHZRUN
,QGHSHQGHQWYDULDEOHV , ,, ,,, ,9 9 9,
      
7KHODJJHG)HGHUDOIXQGV
UDWH 
    
    
&KDQJHVLQWKH)HGHUDOIXQGV
UDWH
     
    
0RQHWDU\SROLF\VKRFN    
    
/DJJHG*'3JURZWK86      
      
/DJJHGVWRFNUHWXUQV86      
      
/DJJHGLQIODWLRQUDWH86      
      
/DJJHG*'3JURZWK
UHFLSLHQW      
      
/DJJHGVKRUWWHUPLQWHUHVW
UDWHUHFLSLHQW      
      
/DJJHGLQIODWLRQUHFLSLHQW      
      
/DJJHGH[FKDQJHUDWH
JURZWKUHFLSLHQW      
      
2EV      
5VTXDUHG      
5HFLSLHQWFRXQWU\IL[HG
HIIHFW <HV <HV <HV 1R 1R 1R
1RWH7KHGHSHQGHQWYDULDEOHVDUHWKHJURZWKUDWHRIH[FKDQJHUDWHDGMXVWHG86ELODWHUDOFURVVERUGHUFODLPV7KHPHDVXUHRI
PRQHWDU\SROLF\VKRFNVLVWKHODJJHG)HGHUDOIXQGVUDWHLQFROXPQ,DQG,9WKHFKDQJHVLQWKH)HGHUDOIXQGVUDWHLQFROXPQ,,
DQG 9 DQG WKH H[RJHQRXVPRQHWDU\ SROLF\ VKRFNV IURP&RLELRQ  LQ FROXPQ ,,, DQG 9,+HWHURVNHGDVWLFLW\UREXVW
VWDQGDUGHUURUVDUHFOXVWHUHGDWWKHWLPHOHYHOVGHQRWHVVLJQLILFDQWOHYHOGHQRWHVVLJQLILFDQFHOHYHODQGGHQRWHV
VLJQLILFDQFHOHYHO
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&HUXWWL (XJHQLR 6WLMQ&ODHVVHQV DQG/HY5DWQRYVNL ³*OREDO OLTXLGLW\ DQG FURVVERUGHU EDQN IORZV´
(FRQRPLF3ROLF\
&HUXWWL(XJHQLR6WLMQ&ODHVVHQV DQG$QGUHZ.5RVH ³+RZ LPSRUWDQW LV WKH JOREDO ILQDQFLDO F\FOH"
(YLGHQFHIURPFDSLWDOIORZV´,0)(FRQRPLF5HYLHZ
&KRL6DQJ\XS'DYLGH)XUFHUL3UDNDVK/RXQJDQL6DXUDEK0LVKUDDQG0DUFRV3RSODZVNL5LEHLUR³2LO
SULFHV DQG LQIODWLRQ G\QDPLFV (YLGHQFH IURP DGYDQFHG DQG GHYHORSLQJ HFRQRPLHV´ -RXUQDO RI
,QWHUQDWLRQDO0RQH\DQG)LQDQFH
&KRL 6DQJ\XS DQG 'DYLGH )XUFHUL ³8QFHUWDLQW\ DQG &URVV%RUGHU %DQNLQJ )ORZV´ -RXUQDO RI
,QWHUQDWLRQDO0RQH\DQG)LQDQFH
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FRQILGHQFH EDQGV LQ WKH HLJKW2(&'FRXQWULHV GXULQJ WKH ORZXQFHUWDLQW\ OHIW SDQHO DQG KLJKXQFHUWDLQW\ ULJKW SDQHO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&RQVLVWHQW ZLWK WKH SUHGLFWLRQ RI WKH EDQN OHQGLQJ FKDQQHO RIPRQHWDU\ SROLF\ZH ILQG D
VLJQLILFDQW GHFOLQH LQ GRPHVWLF EDQN OHQGLQJ IROORZLQJ PRQHWDU\ SROLF\ WLJKWHQLQJ +RZHYHU RQH
VKRXOGQRWHWKDWWKHPDJQLWXGHRIWKHUHVSRQVHFDQQRWEHGLUHFWO\FRPSDUHGWRWKHFDVHRIFURVVERUGHU
EDQNOHQGLQJLQWKHPDLQWH[WIRUWZRUHDVRQV)LUVWFRXQWHUSDUW\HQWLWLHVIRUGRPHVWLFFODLPVDUHWKH
QRQILQDQFLDO SULYDWH VHFWRU ZKLFK LV QDUURZHU WKDQ WKRVH LQ FURVVERUGHU FODLPV 6HFRQG WKH
HVWLPDWLRQ UHVXOWV LQ WKH PDLQ WH[W DUH GHULYHG DIWHU FRQWUROOLQJ IRU D YDULHW\ RI IL[HG HIIHFWV DQG
FRYDULDWHVLQUHFLSLHQWFRXQWULHV
$SSHQGL[%(VWLPDWLRQUHVXOWVIURPDGGLWLRQDOH[HUFLVHV
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International transmission of monetary policy through the lens of Mundellian Trilemma. 7KH
LQFUHDVLQJVSLOORYHUHIIHFWRI86PRQHWDU\SROLF\DQGWKHLPSRUWDQFHRIJOREDOILQDQFLDOF\FOHVSXW
WKHPLJKW\0XQGHOOLDQ WULOHPPD²ZKLFKHVWDEOLVKHV WKH LPSRVVLELOLW\RI WKH FRH[LVWHQFHRI D IL[HG
H[FKDQJHUDWHIUHHFDSLWDOPRYHPHQWVDQGLQGHSHQGHQWPRQHWDU\SROLF\²LQWRDTXHVWLRQDQGLQYRNH
KHDWHGGHEDWHVUHJDUGLQJLWVUHOHYDQFH2QWKHRQHKDQG5H\DQG0LUDQGD$JULSSLQRDQG5H\
 FODLP WKDW WKH IORDWLQJ H[FKDQJH UDWH UHJLPH GRHV QRW LQVXODWH D FRXQWU\ IURP FURVVERUGHU
VSLOORYHUVDQ\PRUH2QWKHRWKHUKDQG$L]HQPDQHWDODUJXHWKDWWULOHPPDSROLF\DUUDQJHPHQWV
LQFOXGLQJH[FKDQJHUDWH IOH[LELOLW\FRQWLQXH WRDIIHFW WKHVHQVLWLYLW\RI UHFLSLHQWFRXQWULHV WRSROLF\







DFFRXQW RSHQQHVV YDULHV RYHU WLPH XVLQJ WKH WLPHLQYDULDQW FKDUDFWHULVWLFV²D FRPPRQ SUDFWLFH LQ
9$5VWXGLHV²FRXOGELDV WKHUHVXOWV WRZDUGILQGLQJOHVVVWDUNGLIIHUHQFHGULYHQE\PRQHWDU\SROLF\
VKRFNVDFURVVFRXQWU\JURXSV,QWKLVFDVHWKHUHVXOWVLQ5H\DQG0LUDQGD$JULSSLQRDQG5H\
ݕ௝ǡ௧ା௛ െ ݕ௝ǡ௧ିଵ ൌ ߙ௝௛ ൅ ߚଵ௛ܦ݆ǡݐܯܲݏ݄݋ܿ݇௧ ൅ ߚଶ௛ሺͳ െ ܦ݆ǡݐሻܯܲݏ݄݋ܿ݇௧ ൅ σ ߛ௛ܺ௝ǡ௧ି௣௡௣ୀଵ ൅ ߝ௝ǡ௧ା௛%
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H[LVWHQFH RIPXOWLSOH H[FKDQJH UDWHV IRU FDSLWDO DFFRXQW WUDQVDFWLRQV.$23(1 LQGH[¶VPDLQPHULW LV WKDW LW DWWHPSWV WR






















SXUH IORDWVRQO\EXW LQFOXGHVDOO VRUWVRIQRQSHJJHG UHJLPHV3UREDEO\GXH WR WKHELQDU\QDWXUHZH ILQG HYHQ OHVV VWDUN
GLIIHUHQFHLQWKLVFDVH
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7KDQNV WR WKH IOH[LELOLW\ SURYLGHG E\ ORFDO SURMHFWLRQV ZH FDQ FRQVLGHU WKH HIIHFW RI WKH
H[FKDQJH UDWH UHJLPH DQG FDSLWDO DFFRXQW RSHQQHVV MRLQWO\ 7R VKDUSHQ WKH LGHQWLILFDWLRQ RI WKH










6LQFH WKHDGRSWLRQRIH[FKDQJH UDWH UHJLPHVDQGPHDVXUHVRIFDSLWDO FRQWUROV DUHDQHQGRJHQRXVGHFLVLRQDQGFHUWDLQO\
FRUUHODWHGZLWKRWKHUVWUXFWXUDOFKDUDFWHULVWLFVRIWKHHFRQRP\WKHHYLGHQFHIRXQGLQWKLVSDSHULVRQO\VXJJHVWLYHDQGLWFDOOV
IRUPRUHFDUHIXODQDO\VLVIRUIXWXUHUHVHDUFK
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